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1

INTRODUCTION
Review of project aims and background to the project

1.1

Wrexham County Borough Council and Flintshire Council appointed
Andrew Golland Associates to carry out a Viability Study in relation
to the development of their Local Plans. The instruction was to
assess the impact of the Councils’ relevant policies on plan viability.
The particular focus was to be on affordable housing and the CIL
(Community Infrastructure Levy).

1.2

The specific aims of the project are to:
 Set affordable housing targets;
 Set affordable housing thresholds;
 Set a CIL Charge across the range of different use classes as
required by the CIL regulations.
CIL is a relatively recent policy option and the key provisions are set
out at the end of this chapter.
Policy background

1.3

Viability is an important consideration at both a national and local
level. Nationally, TAN 2 states that: ‘When setting site-capacity
thresholds and site specific targets local planning authorities should
balance the need for affordable housing against site viability...... Local
planning authorities should also take into account the impact on the
delivery of the affordable housing target and the objective of creating
sustainable communities across the plan area and in the individual
parts of the plan area.

1.4

Planning Policy Wales (Edition 6, February 2014) states that
‘Development plans must include an authority-wide target for
affordable housing (expressed as numbers of homes) based on the
LHMA and identify the expected contributions that the policy
approaches identified in the development plan (for example, site
thresholds, site specific targets, commuted sums and affordable
housing exception sites) will make to meeting this target. The target
should take account of the anticipated levels of finance available for
affordable housing, including public subsidy, and the level of
developer contribution that can be realistically sought.
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1.5

The CIL also has to have strong regards for viability and
deliverability. At the local level charging authorities must aim to
strike ........ an appropriate balance between the desirability of funding
from CIL (in whole or in part) the actual and expected cost of
infrastructure required to support the development ........ and
expected sources of funding, section 106 implications and
administrative costs, and the potential effects (taken as a whole) of
the imposition of CIL on the economic viability of development
across the whole area.

1.6

The study is being undertaken jointly between the two authorities
with a view towards setting policies and CIL charges which are both
logical, evidence based and harmonious.
Flintshire

1.7

Policy HSG10 of the Flintshire UDP (adopted September 2011)
‘Affordable Housing within Settlement Boundaries’ states that
‘Where there is a demonstrable need for affordable housing to meet
local needs, the Council will take account of this as a material
consideration when assessing housing proposals. Where this need
exists the Council will negotiate with developers to provide 30%
affordable housing in suitable or appropriate schemes within
settlement boundaries.

1.8

Policy in Flintshire seeks further to provide at least 30% affordable
housing on sites with a minimum size threshold of 1.0 hectare or 25
dwellings. This is significantly less than the recommendations
contained within the Housing Needs Survey undertaken in 2005 ‘but
is justified by the need for a balanced policy which is considerate of
inevitable and unforeseeable economic changes which can
dramatically affect the viability of a development scheme’.

1.9

The County are now embarking on the preparation of a Local
Development Plan (LDP).
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Wrexham
1.10 The Council had already submitted a Local Development Plan in
2011, but due to a range of matters including housing supply and
affordable housing, the Plan was withdrawn (March 2012).
1.11 The Council argued for a 30% affordable housing target in the
Deposit Plan but this had relied on a range of types of site, including
housing association and windfall developments. The Inspector found
in the Preliminary Report that delivery of affordable housing would
rely mainly on allocations, some of which were reliant on a 10%
increase in house prices in order to achieve a 30% target.
1.12 The evidence base is now being reviewed and this report aims to
provide a robust assessment of viability with a view to setting
affordable housing targets and CIL. Policy H7 of the UDP seeks an
element of affordable housing on sites with a capacity of 25 dwellings
or more, with the threshold of 25% identified in Local Planning
Guidance note no 28.
Research undertaken for this study
1.13 There were four main strands to the research undertaken to
complete this study:
 Discussions with a project group of officers from the Councils to
help inform the structure of the research approach;
 Analysis of information held by the authority, including that
which described the types of sites coming forward;
 Use of the Wales Development Appraisal Toolkit to analyse
scheme viability (and described in detail in subsequent chapters
of this report);
 A workshop held with developers, land owners, their agents and
representatives from a selection of Registered Social Landlords
active in the Borough. The feedback notes from the Workshop
are shown at Appendix 1 of this report.
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Structure of the report and objectives of each chapter
1.14 Chapter 2 sets out the overarching approach to viability assessment.
This is important in establishing the ‘ground rules’ for target and
threshold setting for affordable housing, and in setting the CIL
charges.
1.15 Chapter 3 sets out the results of the residual value analysis. It does
this for both authorities for residential development across a range of
densities and sub markets. The information is detailed and shows
how residual value varies according to market location in particular.
The aim is to set out the residual values, but at this stage, not to
conclude viability (this is discussed later in the report, mainly at
Chapter 8).
1.16 Chapter 4 looks at site supply for the residential sector. This chapter
aims to provide a context for the local authorities in framing a
decision on where to set affordable housing thresholds.
1.17 Chapter 5 examines the viability of small residential sites. This is
important, in conjunction with Chapter 4, in helping the Councils to
decide whether, and to what extent, to lower thresholds for
affordable housing development.
1.19 Chapter 6 shows the results of the analysis of the commercial
property schemes. It tests a range of commercial uses and shows, as
with the residential analysis at Chapter 3, the residual values.
1.19 Chapter 7 looks at viability benchmarks in the context of the residual
values;
1.20 Chapter 8 presents the main findings, conclusions and options of the
report.
General provisions of CIL
1.21 The CIL Viability Study will need to establish a testing ‘framework’
that reflects the legal context of CIL, mostly helpfully set out in
DCLG’s ‘Community Infrastructure Levy: An Overview (May 2011).
Significant points in framing the analytical framework for a Viability
Study are:
Wrexham and Flintshire Viability Study – September 2014
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 All types of development (housing, commercial and other uses)
should be viability tested. This means the testing process is in
principle, extensive;
 CIL is payable on floor area, not units. It is furthermore payable
on net increases in floorspace. Since many developments involve
demolition, only low payments may ensue. However, it would
appear that studies completed so far have taken a ‘worst case’
scenario, being based on gross development areas;
 Exemptions to a CIL charge – Affordable Housing and Charity
projects. This does not mean that Affordable Housing does not
have to be tested; just that where mixed tenure development
scheme examples are tested, no CIL charge is applied to the
Affordable Housing element;
 CIL can be used to cover a range of infrastructure uses: physical,
social and environmental. Thus the testing framework should aim
to test ambitious CIL scenarios wherever practicable.
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2

METHODOLOGY
Introduction
Viability – starting points

2.1

We use a residual development appraisal model to assess
development viability. This mimics the approach of virtually all
developers when purchasing land. This model assumes that the value
of the site will be the difference between what the scheme generates
(scheme revenue) and what it costs to develop (build costs and
developer margin). The model can take into account the impact on
scheme residual value of affordable housing and other Section 106
contributions or CIL where this is being tested.

2.2

Figure 2.1 below shows diagrammatically the underlying principles of
the approach. Scheme costs are deducted from scheme revenue to
arrive at a gross residual value. Scheme costs assume a profit margin
to the developer and the ‘build costs’ as shown in the diagram include
such items as professional fees, finance costs, marketing fees and any
overheads borne by the development company.
Figure 2.1 Viability, CIL and Affordable Housing

2.3

The gross residual value is the starting point for negotiations about
the level and scope of Section 106 or CIL contribution. The
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contribution will normally be greatest in the form of affordable
housing but other Section 106 items or CIL will also reduce the gross
residual value of the site. Once the Section 106 contributions/CIL
have been deducted, this leaves a net residual value.
2.4

Calculating what is likely to be the value of a site given a specific
planning permission, is only one factor in deciding what is viable.

2.5

A site is extremely unlikely to proceed where the costs of a proposed
scheme exceed the revenue. But simply having a positive residual
value will not guarantee that development happens. The Existing Use
Value (EUV) of the site, or indeed a realistic alternative use value for a
site will also play a role in the mind of the land owner in bringing the
site forward and thus is a factor in deciding whether a site is likely to
be brought forward for housing.

2.6

Figure 2.2 shows how this operates in theory. Residual value (RV)
falls as planning contributions increase. The issue for the land owner
will be the point at which RV is less than or equal to the land value
benchmark.
Figure 2.2 Residual Value (RV) and the land owner’s position
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2.7

Above this point there will be a land owner return. The extent of this
returns depends on the existing use value of the site (EUV). Some
sites will be green field and some brown field. Normally brown field
sites will have a higher EUV than green field but this does not always
follow; for example where brown field land is heavily contaminated.

2.8

In some instances, an Alternative Use Value (AUV) will be
appropriate to use. The conditions where this is the case are
discussed in the Harman Review (2012) which looks at how local
authorities may take viability on board when making plans.

2.9

The quantum of land owner return has been the subject of much
discussion over the past few years. The NPPF, governing planning
and viability in England requires local authorities to allow land
owners a ‘competitive’ return, but it does not state what this is.

2.10 How affordable housing targets or CIL charges are set will be a
function of a number of factors including the nature of land supply,
residual value, comparable authority policies and the broader land
supply situation. There is no specific ‘equation’ which specifies how
a particular policy should be derived.
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3

RESIDENTIAL VIABILITY ANALYSIS
Introduction

3.1

This chapter of the report considers viability for residential schemes
including affordable housing. It provides an understanding of how
residual value varies under different housing market circumstances,
different policy impacts and different development densities and
mixes.

3.2

The chapter is important in calculating residual values against which
land value benchmarks are set. These are discussed in Chapter 7 on
benchmarking.

3.3

It will be recalled in the previous chapter (2) that assessing viability
will be considered by reference to both residual value (assessed here
in Chapter 3) and the land value benchmarks assessed in Chapter 7.
Sub Market areas

3.4

Variation in house prices has an important impact on development
viability and residual value is very sensitive to changes or differences
in house prices.

3.5

We have taken a consistent approach to the determination of sub
market areas in line with other studies carried out in England and
Wales. This involves the use of postcode sector aggregated data and
house price sales. The data has been subject to further scrutiny
through the workshop process.

3.6

All studies have undertaken an analysis of house prices using HM
Land Registry data to identify the sub markets. The house prices
which relate to the sub markets provide the basis for a set of
indicative new build values. The sub markets and prices were
subject to scrutiny at the Stakeholder Workshop. Table 3.1 and 3.2
below sets out the sub markets for each LPA area:
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Table 3.1 Sub Markets: Wrexham County Borough Council
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Map 3.1

Wrexham sub markets
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Table 3.2 Sub Markets: Flintshire County Council
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Map 3.2

Flintshire sub markets
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Testing assumptions
3.7

The analysis is based on a range of policy tests.
affordable housing targets of 5% through to 40%.

Specifically,

3.8

We have generated residual values that are gross of any other (than
affordable housing contributions). In other words, the tests have not
included the impact of any other (than affordable housing)
contributions. If there are therefore contributions to cover items
included within CIL or conventional Section 106, these will have to
come from the residual generated after the affordable housing has
impacted on the scheme.

3.9

As ever, and as discussed in Chapter 2 in particular, whether a
scheme is viable will depend on the relationship between residual
and existing use value.

3.10 A full range of schemes are tested here. Densities of 20 Dwellings per
Hectare (dph), 30 dph, 40 dph and 50 dph have been tested for both
local authority areas. The tests relate to the full range of Affordable
Housing percentages, from 0% (100% Market Housing scheme) to
40% Affordable.
3.11 The results are shown in full (Residual Value in £ million) at
Appendix 3 for both authorities and each density is looked at in turn
below.
Residual values at 20 dph
Wrexham
3.12 Table 3.3 shows residual values for the Wrexham sub markets at a
density of 20 dwellings per hectare. It shows residual values at a
range of Affordable Housing targets from 0% through to 40%. As is
to be expected, residual value declines as the percentage of
Affordable Housing within a scheme increases.
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Table 3.3 Residual values (£ million per hectare) at 20
Dwellings per Hectare: Wrexham

3.13 What is perhaps most notable is the range of residual values. At the
top end of the Wrexham market (South Wrexham), residual value is
£750,000 per hectare at a 40% Affordable Housing contribution. In
distinct contrast, residual value at the bottom of the market (Cefn
Mawr) is negligible, even with nil Affordable Housing.
3.14 At 20% Affordable Housing (an example only), residual value is £1.01
million per hectare in South Wrexham; £580,000 per hectare in
North Wrexham and £320,000 per hectare in the North West
Settlements.
Flintshire
3.15 Table 3.4 shows residual values for the Flintshire sub markets at a
density of 20 dwellings per hectare.
Table 3.4 Residual values (£ million per hectare) at 20
Dwellings per Hectare: Flintshire

3.16 As with Wrexham, there is a significant variation in residual value
across the sub markets. Indeed, a 40% Affordable Housing
contribution in the Chester Hinterland sub market should generate a
residual value in the region of £1.2 million per hectare. By contrast, a
scheme with nil Affordable Housing in the Flint, Holywell and Coast
sub market looks likely to generate a residual value of around
£250,000 per hectare.
Wrexham and Flintshire Viability Study – September 2014
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3.17 Residual values look marginally more robust at the bottom end of the
market in Flintshire than in Wrexham.
3.18 At 20% Affordable Housing (an example only), residual value is £1.68
million per hectare in Chester Hinterland; £490,000 per hectare in
Mold and £190,000 per hectare in Queensferry and Connah’s Quay.
Residual values at 30 dph
Wrexham
3.19 Figure 3.1 shows residual values for Wrexham. Showing the residual
values in graph form demonstrates very clearly how variant they are.
Whereas for example, the residual value is around £1 million per
hectare at the top end of the market assuming a 40% Affordable
Housing contribution, it is for example only half of this at 15%
Affordable Housing in the North West Settlements.
Figure 3.1 Residual value at 30 dph: Wrexham

3.20 At 30% Affordable Housing residual value is £1.31 million at the top
end of the market, and £380,000 per hectare in a lower value sub
market such as North West Settlements at the same percentage.
Flintshire
3.21 Figure 3.2 shows residual values for Flintshire at 30 dwellings per
hectare.
Figure 3.2 Residual value at 30 dph: Flintshire
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3.22 The chart shows very significant variation. In particular, the Chester
Hinterland sub market generates very robust residual values even at
higher Affordable Housing percentages; at 40%, residual value is
almost £1.75 million per hectare. This level of residual allows
significant headroom for other Section 106 and/or CIL payments.
3.23 At 20% Affordable Housing residual value is £2.40 million at the top
end of the market, and £600,000 per hectare in a lower value sub
market such as the Eastern Settlements.
3.24 Increasing density, as may be expected, has some beneficial impacts
for residual value in terms of increased figures. Set out below are
some specific examples:
 Wrexham (South Wrexham): An increase in residual value of 45%
from 20 dph to 30 dph at 40% Affordable Housing;
 Wrexham (North Wrexham/Gresford): An increase in residual
value of 44% from 20 dph to 30 dph at 30% Affordable Housing;
 Wrexham (North West Settlements): An increase in residual value
of 47% from 20 dph to 30 dph at 20% Affordable Housing;
 Flintshire (Chester Hinterland): An increase in residual value of
45% from 20 dph to 30 dph at 40% Affordable Housing;
 Flintshire (Mold): An increase in residual value of 49% from 20
dph to 30 dph at 30% Affordable Housing;
Wrexham and Flintshire Viability Study – September 2014
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 Flintshire (Queensferry and Connah’s Quay): An increase in
residual value of 47% from 20 dph to 30 dph at 20% Affordable
Housing;
Residual values at 40 dph
Wrexham
3.25 Increasing density does not change the overall conclusion that there
is a significant variance between sub markets. This applies to both
local authority areas. Table 3.5 sets out the residual values for
Wrexham at 40 dph.
Table 3.5 Residual values (£ million per hectare) at 40 dph:
Wrexham

Flintshire
3.26 Table 3.6 sets out the residual values at 40 dph for the Flintshire sub
markets.
Table 3.6 Residual values (£ million per hectare) at 40 dph:
Flintshire

Observations at 40dph
3.27 Generally, (if the Cefn Mawr sub market is excluded), residual values
vary more across the Flintshire local authority area than across
Wrexham. At an Affordable Housing contribution of 20% (excluding
Cefn Mawr), residual values are 3.1 times higher in South Wrexham
Wrexham and Flintshire Viability Study – September 2014
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than in the North West Settlements. However (assuming the same
20% scenario), in Flintshire, the factor is 10.77. This largely due to
the fact that the market is very polarised by Chester to the east and
the coastal industrial areas to the north and west.
Residual values at 50 dph
3.28 Figure 3.3 shows residual values per hectare for both local authority
sub markets at 50 dph.
3.29 As previously, the pattern or spread of values remains as for other
density analyses. There is again significant variation across the sub
markets, indicating a need for a sensitive approach to policy setting.
3.30 Residual values are now at their highest in the high values areas,
although in the lowest value areas it is evident that at increased
density, viability has not improved (in the case of Wrexham it
remains unchanged vis-a-vis the 40 dph scenario)
Figure 3.3 Residual values per hectare at 50 dph
Wrexham
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Flintshire

A note on density and mix
3.31 It is important to note that the results generated (see also Appendix 3
which presents the results in full) that the relationship between
development mix, density and location is complex.
3.32 Figure 3.4 shows residual value at a range of different densities at in
higher and lower value sub markets of both local authority areas.
Figure 3.4 Residual value at differing densities
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3.33 The chart shows that increasing density generally increases residual
value. However, the impacts are not consistent.
3.34 Generally, an increase from 20 dph to 30 dph generates the largest
increases (although different assumptions on development mix
would impact here).
3.35 Also significantly, the chart shows that in the weaker sub market
areas, a law of ‘diminishing returns’ applies, where increasing density
between for example 40 and 50 dph does not bring the same
increases as at lower densities.
Conclusions
3.36 The analysis is this chapter shows that:
 Residual value varies significantly by market location;
 RV is very sensitive to house prices. Small price differences can
make large differences in RV;
 Density and housing mix are key in determining differences in
residual value. Generally an increase in density generates an
increase in RV. However, this follows only up to a point, and the
RVs generated are a function of the interaction between location
and development mix;
 The findings here in isolation cannot inform how affordable
housing policies are set. The findings here need to be considered
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in the context of the chapter which look at land value
benchmarks.
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4

SITE SUPPLY
Introduction

4.1

To develop affordable housing and CIL policies, it is helpful to
understand more about the profile of site supply. In particular to
look at the question of whether there is a justification for reducing
the current affordable housing thresholds. Important to note here is
that both Wrexham and Flintshire have affordable housing
thresholds at 25 dwellings. This means that currently a number of
schemes will be exempted from affordable housing contributions.

4.2

Understanding more about the nature of site supply in the two
authorities is not only important for affordable housing policy, but
also for CIL charging. This is because where the affordable housing
threshold is set, is significant to viability. Those sites which do not
attract an affordable housing contribution are, ceteris paribus, more
viable than those that do. Where the threshold is drawn is hence
significant to how CIL is set. In some instances it may be justifiable
have set a higher CIL on smaller sites (where affordable housing does
not apply) than on larger sites, where it does. To meet these
objectives, I have analysed the housing supply data, drawing on a
range of the Council’s data sources, in particular the Housing Land
Availability Study. Each Authority is looked at in turn below.
Wrexham

4.3

Table 4.1 shows the overall profile of site supply for Wrexham. The
data is based on two data sources: for large sites (10 and more units)
the figures are taken from permissions over the previous three years
(as at January 2014) and for smaller sites (1 to 9 dwellings) from
permissions as at April 2013. The figures were provided by the
Council. The Council have stated that it is important to note that the
data shown in the charts and tables below does not take account of
the Council’s candidate sites coming through the Local Development
Plan.
Table 4.1 Dwelling supply by scheme size: Wrexham
Scheme Size

Total Dwellings

Scheme Incidence

Average

Wrexham and Flintshire Viability Study – September 2014
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1
2 to 3
4 to 5
6 to 10
11 to 15
16 to 25
26 to 50
50 to 100
101 to 200
201 to 300
> 300

165
190
164
186
186
379
108
481
296
1209
525

165
83
37
24
14
18
3
4
2
5
1

Totals

3889

356

1.0
2.3
4.4
7.8
13.3
21.1
36.0
120.3
148.0
241.8
525.0

4.24
4.89
4.22
4.78
4.78
9.75
2.78
12.37
7.61
31.09
13.50
100.00

4.4

The table shows that a significant proportion of supply has come
from larger sites. Indeed 65% of all supply has come from sites with
a capacity of 50 dwellings or more. This does not however take into
account any potential strategic sites that could come forward as a
result of LDP allocations; it only provides a view of the historic
sources of supply for information.

4.5

Figure 4.1 shows in turn the supply of dwellings by sub market. This
shows that although a significant amount of supply has been
developed in the North West Settlements (as a weaker sub market
area), there has also been a substantial amount of development built
in higher value areas such as South Wrexham and the Rural East.
Figure 4.1 Overall supply by sub market: Wrexham
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4.6

Table 4.2 below shows the number of dwellings by sub market. This
shows (as above) that the bulk of the supply has come from the South
Wrexham area and the North West Settlements. In these areas,
supply has been more reliant on large sites.

4.7

Some locations have had a much greater reliance on smaller sites;
notably the Rural East. In that sub market, 64% of all supply has
come from sites of less than 25 dwellings. This is a relatively high
value area.
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Table 4.2 Number of Dwellings by Sub Market: Wrexham
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4.8

Figure 4.2 shows the same data, but presented cumulatively. The
chart shows that some sub markets have had a relatively steady
increase in capacity by site size; for example, the Rural East. Others,
for example the North West settlements, have their capacity ‘loaded’
within larger sites.

4.9

The chart (Figure 4.2) is potentially useful in thinking about where
an affordable housing threshold might be set. In the case for example
of the North West Settlements, which is a relatively low value area,
with a high historical reliance on larger sites, there may not be
significant benefit in having a low affordable housing threshold.

4.10 In contrast, some of the rural and higher value areas, there is likely to
be considerable advantage in reducing the threshold to catch a higher
amount of affordable housing.
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Figure 4.2 % of Dwellings – Size of Scheme by Cumulative Running Total: Wrexham
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Table 4.3 Percentage of Sites by Existing Use and Sub Market: Wrexham
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Flintshire
4.12 A similar analysis has been carried out for Flintshire. The data
analysed is from (larger sites) the 2013 JHLAS (sites with
permissions) and smaller sites (permissions as at April 2013). As for
Wrexham, candidate and strategic sites have been excluded; notably
the site at Croes Atti (637 dwellings on green field land at Flint) and
Land North West of Garden City (650 dwellings on mostly green field
land)
4.13 Table 4.4 shows the overall profile of site supply for Flintshire. It
shows, as for Wrexham, that even when the two strategic sites are
excluded, that the local authority depends to a significant extent on
large sites for housing supply.
Table 4.4 Dwelling supply by scheme size: Flintshire
Scheme
Size
1
2 to 3
4 to 5
6 to 10
11 to 15
16 to 25
26 to 50
51 to 100
101 to 200
201 to 300

Total Dwellings
199
213
122
259
138
391
911
1089
830
797

Scheme Incidence
199
92
28
33
10
17
24
16
6
3

4949

428

Average
1.0
2.3
4.4
7.8
13.8
23.0
38.0
68.1
138.3
265.7

% Dwellings
4.0
4.3
2.5
5.2
2.8
7.9
18.4
22.0
16.8
16.1
100

4.14 Indeed, less than 20% of all dwellings will be delivered on sites with
a capacity of less than 15 dwellings.
4.15 Figure 4.3 shows the distribution of dwelling development across
Flintshire by sub market. This shows a rather problematic picture in
that a very significant proportion of total development is in the
weaker sub market areas. The largest amount of development will be
in the Eastern Settlements which have relatively low house prices. A
Wrexham and Flintshire Viability Study – September 2014

Page 33

significant amount of development falls within the Flint, Holywell
and Coast sub market which has the lowest house prices in the area.
Figure 4.3 Overall supply by sub market: Flintshire

4.16 Table 4.5 shows in more detail where the housing supply will come
from by scheme size and by sub market. This shows, not
unsurprisingly, that some of the more rural locations (best example
Rural West Flintshire) have a higher percentage of supply coming
from smaller sites. In the case of Rural West Flintshire, almost 30%
of all supply will be from sites of less than 15 dwellings.
4.17 However, the Flint, Holywell and Coast sub market has a relatively
high proportion of dwellings coming from smaller sites (31%).
4.18 There would not appear to be a particularly strong case for a low
affordable housing threshold at the higher end of the market, since
supply in these locations (notably Chester Hinterland and Ewloe) do
not together have a high supply of housing from smaller sites.
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Table 4.5 Number of Dwellings by Sub Market: Flintshire
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4.19 Table 4.6 shows the percentage of sites by existing use and sub
market in Flintshire. This shows a significant proportion of single
plot schemes; in many cases garden plots.
4.20 Some locations, notably Rural West Flintshire and Mold, have a
relatively high level of conversions.
4.21 Locations such as the Eastern Settlements have a high proportion of
large green field sites coming forward.
4.22 There is still a significant amount of development coming forward on
brown field land in the weaker sub markets. This may be
problematic to deliver.
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Table 4.6 Percentage of Sites by Existing Use and Sub Market: Flintshire

Wrexham and Flintshire Viability Study – September 2014

Page 37

5

ANALYSIS OF SMALL SITES
Introduction

5.1

To inform the development of policy for both affordable housing and
CIL, it is helpful to look at viability on small sites. There is no perfect
way of sampling a choice of sites to test, However, Tables 4.3 and 4.6
provide a good basis and show the historical sources of supply for
both Wrexham and Flintshire respectively..

5.2

On the basis of the profile of site supply for both authorities, the
following types of small sites have been selected for further analysis:





Single plot (green and brown field);
Small scale conversion – 2 Dwellings - Barn/Agricultural;
Small scale conversion – 3 Dwellings - Chapel
Small scale development – 5 dwellings – Brown & Green Field;

Single plot development
5.3

This is a simple example, taking say one four bed detached house in a
range of situations.

5.4

A selection of sub markets have been tested for this example, and for
those that follow. The sub markets tested for Wrexham are:





South Wrexham ;
North Wrexham & Gresford;
North West Settlements; and
Cefn Mawr & Rhos

The submarkets tested for Flintshire are:




5.5

Rural West Flintshire;
Chester Hinterland;
Eastern Settlements; and
Flint, Holywell & Coast .

The residual values are shown in Table 5.1 below. This assumes the
construction of a four bed detached house. The figures in black are
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the plot values and the figures in blue, the residual values on a per
hectare basis.
Table 5.1 Residual values for single dwelling development

5.6

As with the testing of a one hectare site, the residual values vary
considerably according to locality. As an example, a 40% affordable
housing contribution for example in the Chester Hinterland area
generates a residual value almost four times as much as that at nil
affordable in Flint. A similar comparison can be made between the
higher and lower value markets in Wrexham.

5.7

In terms of viability the issue with this type of scheme will be existing
use value. In many instances the EUV will be the loss in value to the
retained property from building in a garden or on back land. There is
no precise way of evaluating viability but assuming a 20% reduction
in value to a £250,000 detached property, that would mean that
residual value for a new build would have to achieve more than
£50,000.

5.8

This would mean that only schemes in the higher value areas
(Chester Hinterland, South Wrexham and Rural West Flintshire) will
achieve an affordable housing contribution. In locations such as
North Wrexham and Gresford schemes will be marginal and in the
lower value areas, not viable in many cases.
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Small scale conversion (2 dwellings: barn/rural)
5.9

These schemes do come forward and the question is whether they
can sustain affordable housing contributions.

5.10 These schemes tend to be very specific with generally higher build
costs, but higher selling prices as well.
5.11 The table (5.2) below shows residual values for small rural
conversions
Table 5.2 Residual values for rural conversions – two dwellings

5.12 The analysis is based on values and costs being 30% higher than in
the baseline study. This is by no means an empirical assumption, but
reflects in my experience the fact both variables are likely to be
higher in these schemes.
5.13 The residual values shown suggest that only in the highest value sub
markets are these likely to prove viable in terms of an affordable
housing contribution. Given the variability of costs and values with
these schemes, the Councils should in my view proceed with care.
Small scale urban conversion – chapel or hall
5.14 There have been several urban conversions coming forward. The
planning data suggests that these are conversions from halls or
chapels to two or three dwellings. These are likely to be flats on most
cases.
Wrexham and Flintshire Viability Study – September 2014

Page 40

5.15 Here are tested schemes across the sub markets of two, one bed flats,
and one, two bed flats. To reflect my experience in assessing this
type of scheme, I have taken conversion costs at 70% of new build,
and prices at 90% of new build respectively.
Table 5.3 Residual values for urban conversions – three
dwellings

5.16 Table 5.3 shows the residual values as previously. In the bottom four
sub markets residual values are less than £50,000, and this is likely to
be insufficient to bring schemes forward given existing use value. It
should be noted that residual value in the very lowest value area is
similar whether including affordable housing or otherwise. This is
largely due to two factors: low market values and the fact that market
housing will require a higher return than affordable.
5.17 This does not generate a case for affordable housing as the residual
values are low in the first instance.
5.18 Residual values at the higher end of the market look viable, and
should deliver affordable housing contributions.
5.19 However, specific location will play a role because in denser urban
areas, these schemes may have to be assessed by reference to
alternative use value, for example, commercial.
Wrexham and Flintshire Viability Study – September 2014

Page 41

Small scale new building development – five dwellings
5.20 Small scale development is significant in both Wrexham and
Flintshire. Here a scheme of five dwellings is tested: three, three bed
terraces and two, four bed detached.
5.21 This type of scheme might be developed in an urban or a rural
context and on previously developed or green field land.
5.22 Table 5.4 shows residual values for a scheme of five dwellings. As
with the other small schemes, although the residual values on a per
hectare basis are relatively robust for the weaker market areas, the
absolute values are low, and very low in some instances.
Table 5.4 Residual values for scheme of five dwellings

Conclusions
5.23 The analysis of small sites here emphasises the findings of the high
level testing to a significant extent. That is to say, location is the key
to establishing residual value. Scheme size is not so significant and
there will be large sites in weak locations that are not viable, whilst
there will be small sites in higher value locations which are viable.
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5.24 Viability is, as has previously been discussed, subject to existing use
and certain types of schemes are likely to prove more viable than
others. Here, typically schemes involving conversions can prove
more challenging as although build costs can be lower, existing use
values are often higher, hence cancelling out any relative ‘savings’
that there may have been.
6

COMMERCIAL PROPERTY VIABILITY ANALYSIS

6.1

The CIL legislation requires that where a local authority decides to
adopt a CIL, it should be applied not only to residential property, but
also to commercial development. This development falls mainly
under the Use Classes Orders – Class A and Class B.

6.2

The assessment of viability with respect to commercial development
is the same in principle as for residential. That is say, the total
scheme revenue should be calculated and the costs of development
taken off the revenue to see if there is any residual which may then
provide the basis for a Section 106 or CIL payment.

6.3

The precise sample of scheme types to test is always difficult to
define to ensure that a full picture of viability is gained. We
requested further information on this from attendees at the Viability
Workshop. However this was not forthcoming.

6.4

We have therefore utilised best local experience of the commercial
property market in the Wrexham and Flintshire area, where the
inputs of Wingetts have been particularly helpful.

6.5

The use classes include A1 to A3 reflecting retail uses and which are
shown in Tables 6.1 and 6.2 on the following page.

6.6

Specific and further uses include a range of B1 (Offices and Light
Industry), B2 (General Industry) and B8 (Storage and Distribution).

6.7

Table 6.1 includes a range of indicative rental values for all these uses
along with indicative yields. Both rental values and yields will vary
on a site by site basis.

6.8

As may be anticipated, rentals are highest and yields lowest for retail
uses. Rental values for retail are quoted in aggregate across the areas
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of the property. Rents for industrial and office uses are significantly
lower. For industrial units between £50 and £70 per square metre
and for offices between £70 and £130 per square metre, depending
on location and scale.
6.9

Yields for industrial and offices range from 8% to 9%.
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Table 6.1 Typical commercial schemes in the Wrexham area with rents and yields

USE CLASS
A1 Use
A1 Use
A2 Use
A3:Use
B1 Use
B2 Use
B2 Use
B8 Use
D1 Use
D2 Use

LOCATION
High Street Shop
Superstore
Town Centre Offices
High Street Uses
Small Office
General Industrial - Large factory
General Industrial - Small factory
Large Warehouse
Health; Education; Religion
Assembly and Leisure
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SIZE
150 sq m
5,000 sq m
500 sq m
300 sq m
300 sq m
5,000 sq m
500 sq m
5,000 sq m
500 sq m
300 sq m

RENTAL
VALUE
(£ psm)
200
150
150
200
120
50
70
30
130
100
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YIELD
8
7
8
8
8
9
8.5
9
7
8

Table 6.2 Typical commercial schemes in the Flintshire area with rents and yields

USE CLASS
A1 Use
A1 Use
A2 Use
A3 Use
B1 Use
B2 Use
B2 Use
B8 Use
D1 Use
D2 Use

LOCATION
High Street Shop
Superstore
Town Centre Offices
High Street Uses
Small Office
General Industrial - Large factory
General Industrial - Small factory
Large Warehouse
Health; Education; Religion
Assembly and Leisure
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SIZE
150 sq m
5000 sq m
500 sq m
300 sq m
300 sq m
5000 sq m
500 sq m
5000 sq m
500 sq m
300 sq m

RENTAL
VALUE
(£ psm)
250
150
160
225
130
50
70
30
130
100
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YIELD
8
7
8
8
8
9
8.5
9
7
8

6.10 The costs of development have been taken from the BCIS (Building
Cost Information Services). This source of information shows base
build costs for a variety of commercial development types. The
information is bespoke, as with the residential analysis, to Wrexham
and Flintshire.
6.11 We have taken the following costs as per BCIS categories:
A1 Retail - Shops Generally – at £880 per square metre;
A3 Restaurants – at £1,560 per square metre;
B1 – B8 – at £563 to £1,271 per square metre depending on unit size.
All examples here relate to Wrexham.
6.12 The appraisals for the commercial development are set out in full in
Appendix 4. The Appendix shows the baseline spreadsheet we have
used and the key assumptions made.
6.13 The revenues have been estimated from a range of sources including
agent feedback, property market survey reports (for example from
the Valuation Office and CBRE) and from an extensive search of local
property market websites.
6.14 Tables 6.3 (Wrexham) and 6.4 (Flintshire) show the results of the
analysis in summary form.
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Table 6.3 Results of the commercial property analysis: Wrexham

Use Class
A1 Use
A1 Use
A2 Use
A3 Use
B1 Use
B2 Use
B2 Use
B8 Use
D1 Use
D2 Use

Location
High Street Shop
Superstore
Town Centre Offices
High Street Uses
Small Office
General Industrial - Large
factory
General Industrial - Small
factory
Large Warehouse
Health; Education; Religion
Assembly and Leisure
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Total
Revenue
£375,000
£10,710,000
£937,500
£750,000
£450,000

Total Cost
£242,868
£9,384,500
£1,022,410
£762,575
£593,967

Residual Value
£132,132
£1,324,500
- £84,910
- £12,576
- £143,967

£2,275,000

£5,383,912

- £2,608,062

£411,600
£1,666,666
£928,200
£375,000

£561,187
£4,130,132
£1,146,367
£504,418

- £149,587
- £2,465,466
- £308,592
- £129,418
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Table 6.4 Results of the commercial property analysis: Flintshire

Use Class
A1 Use
A1 Use
A2 Use
A3 Use
B1 Use
B2 Use
B2 Use
B8 Use
D1 Use
D2 Use

Location
High Street Shop
Superstore
Town Centre Offices
High Street Uses
Small Office
General Industrial - Large
factory
General Industrial - Small
factory
Large Warehouse
Health; Education; Religion
Assembly and Leisure
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Total
Revenue
£468,750
£10,710,000
£1,000,000
£843,750
£487,500

Total Cost
£257,698
£9,154,000
£1,007,210
£759,398
£584,847

Residual Value
£211,052
£1,556,000
- £7,210
£84,352
- £97,347

£2,275,000

£5,264,890

- £2,764,890

£411,764
£1,666,500
£928,200
£375,000

£546,329
£4,012,105
£1,003,850
£489,904

- £134,565
- £2,345,606
- £105,650
- £114,904
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6.15 These figures provide the starting point for setting CIL. The figures
show that there is some positive residual value from which a CIL
might be taken.
6.16 The main conclusion however is that commercial property
development in both local authority areas looks challenging. There is
a lack of viability for most types of commercial development.
Residual values are negative in most instances, but in particular for
larger industrial B1 and Warehouse B8 type uses. This reflects
reality on the ground, where agents reported that there is little
demand for this type of development.
6.17 Smaller offices and smaller industrial units should be developable,
although there is little if nil residual value by which land purchase
can be financed. This does not necessarily mean that development
will not go ahead. The build costs we have adopted are general and
in some instances it may be anticipated that costs are lower; or
indeed that the capital value or revenue is higher.
6.18 But what the figures do suggest is that there is very little headroom, if
any, for Section 106 or CIL type contributions in so far as most uses
are concerned. On the ground, surveyor feedback suggests that there
is significant oversupply for office development, particularly in
Wrexham. An additional problem appears to be the rates which are
now over set, with the review being some way off in 2017.
6.19 The main exceptions to the generally weak picture is retail. Here
large stores are likely to generate significant residual value from
which a CIL might be taken, and, to a lesser extent, high street shops,
where new development should generate positive residual values.
6.20 With respect to the high street, it is clear however that many areas
are struggling (Wrexham being a good example) and where new
development might work there will be the twin challenge of existing
use value and only marginal net floor area gain to consider and hence
the Councils may want to think hard about the wisdom of levying a
charge for this type of use.
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CHAPTER 7 – BENCHMARKING AND VIABILITY
Benchmarks and policy development
7.1

There is no detailed guidance setting out how affordable targets
should be assessed, based on an analysis of viability. Likewise there
is no detailed guidance on how CIL should be set, taking viability into
account. The Harman guidance provides a helpful framework for
developing policy, but this is not ‘step-by-step’ and does not provide
specific information in relation to land owner return.

7.2

The (Harman) guidance does support the approach set out in Chapter
2 of this report; i.e. an EUV ‘Plus’ approach and sets out reservations
about the ‘market value’ approach adopted in the RICS Planning and
Viability paper. The Harman guidance is helpful in identifying
situations where alternative use values (AUVs) might be adopted in
lieu of EUVs. It places emphasis on setting land value benchmarks in
the local context.

7.3

Generally however, an assessment of viability for policy setting or CIL
Charging purposes might have reference to a range of factors
including: past and recent delivery of affordable housing, residual
values, the relationship between residual values and existing use
values, what have been found to be robust targets in similar
authorities through the Local Plan process, the land supply equation
and its relationship to the policy weight given to affordable housing
delivery in the wider context of housing supply generally. To some
extent, land owner expectations are also significant. The experience
of the consultant, working in conjunction with the local authority and
through developer workshops helps to arrive at a robust policy
stance.

7.4

In the analysis carried out, it has been assumed that the developer
obtains a return of equivalent 20% on gross development value for
residential schemes. The question then is what assumption should
be made about the level of return to the land owner.

7.5

This was a question posed to delegates at the Viability Workshop,
although no specific responses were given. This is a not untypical
response in these forums.

7.6

Assistance with land value benchmarks can be drawn from wider
experience. The DCLG’s study on The Cumulative Impact of Policy
Requirements (2011), suggested that a figure of £100,000 to
£150,000 per gross acre (£247,000 to £370,500 per gross hectare) is
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a reasonable benchmark for green field land. Assuming a net to gross
factor of around 70%, this would mean a land value benchmark on a
net basis in the region of £400,000 per hectare.
7.7

The most recent Property Market Report (Valuation Office, 2011)
suggests that industrial land in Wrexham is only around £260,000
per hectare, therefore suggesting perhaps that brown field land
should have a lower benchmark. This conclusion could well be
supported on the basis that many brown field sites will have
significant clean up costs that are not included in the DVS figures.

7.8

Inevitably there will be brown field sites where existing use value is
high (because of a relatively high investment value). However, there
are many large brown field sites, particularly in the Wrexham area,
where there is low existing use value plus heavy decontamination
costs. Given the challenge in delivering housing numbers, and
increasing reliance on green field sites it may make sense to have a
higher benchmark for green field.

7.9

This approach would however tend to run counter to most studies
where the benchmark for brown field tends to be higher. I therefore
suggest that in the case of Wrexham and Flintshire, that the
benchmark is kept the same.

7.10 My own experience from Wales in two current studies suggests a
benchmark of £300,000 per net hectare to be justified. One is a
predominantly urban area and the other mainly rural. The urban
authority figure is based on the Council’s own land disposals and the
other, the rural authority, is based on local consultation.
7.11 Assuming a figure of £300,000 per hectare is the amount required by
the land owner, this will have to be net of any affordable housing
contributions plus any other Section 106 contributions and/or
Community Infrastructure Levy.
The buffer
7.12 When developing policy which aims to underpin delivery, it may be
prudent to allow a ‘buffer’ to the land value benchmark to take
account of additional costs. The case for the buffer can be argued to
be superfluous if there is no similar contingency made on the
revenue side of the equation.
7.13 However, the onus of the test of the robustness of a Local
Development Plan seems to lie with the local authority, to show that
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the Plan can be delivered, rather than with the development industry,
to show that it cannot.
7.14 In addition, the CIL charge is a strict one, and cannot be negotiated;
hence, an increased justification for being on the safe side, and in
turn for a buffer.
7.15 Typically the development industry in Wales, mainly via the Home
Builders Federation have pressed for two main items: abnormal costs
and costs associated with the building code. Via discussions at
examinations the latter is now accepted at £3,000 per unit. This
covers the costs of implementing the sprinkler installation policy.
This policy will not come into force until January 2016 and hence it is
debateable whether it should, without making assumptions about
house prices, be allowed in the buffer.
7.16 However, including it will add some £90,000 per net hectare to the
build costs.
7.17 The case for abnormal costs to be included in the buffer is debateable
since the base build costs which support this analysis are taken from
the BCIS database which draws only on the costs of small developers
and housing associations. These operators cannot usually take
advantage of economies of scale and hence for the bulk of
development in the two local authority areas, the BCIS costs are
argued to have an in-built buffer in the first instance. This argument
was sustained successfully at the Conwy Affordable Housing
Examination recently.
7.18 That being stated, the BCIS costs, whilst they cover the costs of onsite infrastructure such as estate roads, do not cover the cost of major
infrastructure works such as trunk roads and major access links.
Larger sites, and particularly green field ones, which are less well
linked to the infrastructure network, will incur costs beyond BCIS.
7.19 For this reason, an additional allowance could be argued for. There is
no perfect information here, but in my experience this can be up to
£300,000 per net hectare. On the basis that both authorities
potentially have a significant amount of large green field supply, I
have allowed an additional £100,000 per hectare for this element to
the land value benchmark. In doing so it should be noted that this
may be ‘overkill’ with respect to smaller and medium sites, but the
points remain about the need to show a buffer, particularly in the
light of the fixed CIL charges.
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7.20 To summarise therefore, the land value benchmark assuming a 30
dph scheme is:
Baseline

£300,000 per hectare

Allowance for sprinklers

£90,000 per hectare

Allowance for additional infrastructure

£100,000 per hectare

Total

£490,000 per hectare

7.21 In reality, the benchmark will vary according to location and sub
market, since some locations will be in greater demand than others,
and hence land owners will adjust their expectations around this.
7.22 The baseline element therefore is likely to vary and I have, in line
with relative house prices across the two local authority areas,
adjusted this element for location.
7.23 I set out below three tables which provide the local authority with
policy options showing the inherent trade-offs between Affordable
Housing and CIL:
7.24 Table 8.1 shows the affordable housing targets achievable assuming a
nil CIL:
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Table 8.1

Affordable Housing targets with no CIL

7.25 This table shows that at the top of the market, a 40% affordable
housing target is viable, although at the bottom end the figures
suggest that even market housing looks marginal.
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7.26 Table 8.2 shows the affordable housing targets which are viable
assuming a CIL equivalent payment of £5,000 per unit. Note that
here (as with Table 8.3) there is an additional buffer to the
conclusions as CIL is only applicable for market units (and I have
taken the impact across the whole scheme).
Table 8.2

Affordable Housing targets with a CIL equivalent of
£5,000 per unit
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7.27 Table 8.3 shows the affordable housing targets which are viable
assuming a CIL equivalent payment of £10,000 per unit.

7.28 Inevitably there are potentially hard (trade off) choices to be made
for the local authorities. However in some instances, the trade offs
are less significant and at the lower end of the market in both areas, it
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looks likely that only very low or nil CIL along with a nil affordable
housing target might be the policy decision.
Benchmarks and viability for CIL setting for commercial uses
7.29 Whereas for residential, benchmark land values are a very significant
issue, the results of the commercial analysis suggest the opposite.
7.30 Tables 7.1 and 7.2 suggest that the vast majority of commercial uses
are marginal or non viable. Residual value in all cases with the
exception of A1 use is negative, although certain high street uses in
Flintshire such as restaurants may generate a positive residual value.
7.31 However in these cases, and in the case of the high street shops, the
residual value is only circa £100,000 to £200,000 per development
and hence it is unlikely that land would come forward for a new
development on that basis. New occupiers and investors are likely to
take on existing units, of which there are plenty available.
7.32 Superstores will however generate significant residual values as the
development economics are quite different here. In the case of
Wrexham the RV is £1.3 million for a 5,000 square metre store and in
the case of Flintshire, £1.6 million.
7.33 Assuming a 40% building to plot ratio this would mean (taking £1.5
million RV as the marker) an equivalent of around £600,000 per
hectare in residual value.
7.34 In the case of this type of development I would adopt a figure of
£250,000 per hectare as a land value benchmark. This is based on
brown field land. Arguably, the figure should be lower where the site
is green field. However, as previously set out, infrastructure costs on
these sites can be high.
7.35 On the basis of a £350,000 surplus, this would mean a CIL charge of
£70 per square metre which is not inconsistent with the figure used
in the first Wales CIL study Caerphilly) of £100 per square metre.
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8 MAIN FINDINGS AND CONCLUSIONS
Review of objectives and report
8.1

The main objective of this report was to provide Wrexham CBC and
Flintshire CC with policy options for affordable housing targets and
Community Infrastructure Levies. It was further to show that, where
viable, an affordable housing contribution as well as a CIL charge
might be levied without development becoming unviable.

8.2

The analysis shows that in both local authority areas, residual value
varies significantly, where house prices (and differences between
locations) account for differences in viability. Always, the picture is
never clear cut.
Whilst house prices drive viability, local
circumstances and existing use values in particular, matter when
deciding whether a scheme will come forward or not.

8.3

The study has looked at a number of key viability related issues. In
Chapter 3, which forms the bulk of the analysis, residual values were
calculated for a range of densities and sub markets. The residual
values, expressed in terms of £ million per hectare are shown below
at Appendix 3. There are two key tables there which set out what
schemes are likely to generate.

8.4

Chapter 6 examined the commercial property sector. It looked at a
range of use classes and calculated residual values.

8.5

Chapter 7 has considered in some considerable detail, land value
benchmarks and buffers for development viability for both
residential and commercial sectors.
Affordable housing targets and CIL for residential

8.6

There are inevitably trade-offs between affordable housing and other
contributions and in turn, CIL. Where policy is pitched and how
charges are set, will depend to some extent on local authority
decision making. I have set out in my report (see Tables 8.1 to 8.3), a
range of affordable housing targets which are based setting CIL at
varying levels; in particular, £5,000 per unit and £10,000 per unit.
The Councils will need to consider these ‘trade offs’ carefully and in
conjunction with emerging Local Plan reports.
Commercial property

8.7

The analysis suggests that only the A1 Use Class is likely to deliver a
CIL and this will only be in the case of superstores where costs are
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relatively low in relation to values. For offices and industrial
development viability is marginal even without additional impacts.
Residential development and the affordable housing threshold
8.8

The study looked (Chapter 4) at the profile of sites coming forward
across both local authority areas. In the Wrexham CBC area, there
has been substantial supply from smaller sites, although factoring in
potential strategic sites, this conclusion will be less significant. There
are locations such as South Wrexham where a large amount of supply
could come from larger sites (an argument against a low affordable
housing threshold). Conversely, the Rural East, which is a relatively
high value area, has a significant number of dwellings likely to be
built on smaller sites. The weaker market areas, for example North
West Settlements, have a significant number of dwellings being built
on larger sites.

8.9

In Flintshire, the lower value areas rely mainly on larger sites,
particularly on sites above 25 dwellings. However it is also the case
that higher value areas such as Chester Hinterland have supply
weighted towards larger sites.

8.10 The analysis also looked at the types of sites in a more fine grained
way (Tables 4.3 and 4.6) by reference to source of land and property
supply. This analysis (Wrexham) shows a significant proportion of
supply (circa 40% to 70%) of homes being built on green field sites
with a capacity more than 25 dwellings. However, larger industrial
sites feature strongly as a source of supply.
8.11 In Flintshire the picture is not dissimilar with larger greenfield (more
than 25 dwellings) making up 88% (Chester Hinterland), 77%
(Ewloe), 61% (Eastern Settlements),and 64% (Queensferry and
Connah’s Quay) of all dwellings (Potential Strategic Sites excepted).
8.12 Locations such as Mold have a higher proportion of sites from
industrial land.
8.13 Small sites (garden plots and conversions) make up a relatively small
element of housing supply.
8.14 The study also looked at the economics of development on small sites
(Chapter 5). This showed that the nature of small site development
varies significantly. The sites tested were single plots, conversions
and small urban and rural schemes.
8.15 Generally (although not exclusively) these sites are likely to prove
challenging. Not on account of site size, but because of general
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development values. That being stated, there is a case for requiring
an affordable housing contribution on single plot garden or back land
development in the higher value areas. There is also a case for
affordable housing contributions on smaller sites in higher value
areas where new build is the solution.
Policy recommendation on thresholds
8.16 Both Wrexham and Flintshire have adopted policy thresholds of 25
dwellings. These are relatively high and in the case of Wrexham
reflect the contemporary trend at the time of the adopted UDP
(2005).
8.17 Policy development in this area can become very complex,
particularly as the authorities are setting a CIL at the same time, so it
is perhaps helpful to set out options in a relatively straightforward
way.
8.18 The following would seem to be practical on the basis of the
evidence:
 Leave the threshold at 25 units. This would not necessarily have a
significant effect in some of the weaker sub markets as these areas
are challenged on viability grounds for all types of site;
 Lower the threshold to a level which allows a higher CIL to be set
for smaller sites and which maximises contributions on this basis;
 Set a lower affordable housing threshold for the higher value sub
markets only. This would ensure that smaller sites in higher value
areas contribute to a significantly greater extent than previously.
8.19 The decision on where to set thresholds will need to be monitored in
the light of the profile of site supply. If this shifts towards a greater
percentage of new housing being built on larger sites, the relative
need to reduce the threshold may reduce.
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Appendix 1
JOINT AFFORDABLE HOUSING AND COMMUNITY INFRASTRUCTURE
LEVY VIABILITY STUDY FOR WREXHAM AND FLINTSHIRE
Plas Pentwyn Friday 11th April 2013
Delegates
Nick Adamson, Development Surveyor, WCBC
Rebecca Alfonso, Regeneration, FCC
John Allen, Property, FCC
Ken Allen, Bloor Homes
Simon Artiss, Bellway Homes
Anthony Benson, Allies and Morrison Urban Practitioners
Tim Booth, Harrow Estates
Sarah Brett, Planning Policy Officer, WCBC
Scott Brett, Planning Policy FCC
Ian Buxton, Waterways Garden Centre
Victoria Carr, Principal Planning Delivery Officer, CWaC
Nicola Corbishley, Senior Planning Policy Officer, WCBC
Carole Cozens, Housing Strategy Manger, WCBC
Carl Davis, Proactive Construction and Project Management
Andy Delaney, Colliers International
Jen Ellis, Douglas Hughes Architects
Arwyn Evans, Pennaf Housing Group
Mike Forgrave, Gower Homes
Matthew Gilbert, The Planning Consultancy
Dr Andrew Golland, Andrew Golland Associates (AGA)
Ste James, Planning Policy, FCC
Stuart Lawrence, Tudor Griffiths Group
Maureen Lee, Affordable Housing Officer, WCBC
Sandie Lloyd, Planning Policy FCC
Jonathan Masters, Bridgemere Land PLC
Andrew McLaughlin, Development Surveyor, WCBC
Goronwy Owen, Watkin Jones
Phillip Palmer, MacBryde Homes Ltd
Mathew Phillips, Development Control Officer, WCBC
Justin Paul, J10 Planning
Mike Pender, Anwyl Construction
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Andy Roberts, Planning Policy Manager, FCC
Stephen Roberts, North Wales Police
Dave Sharp, Building Control Manger, WCBC
Chris Smith, Planning Policy Officer, WCBC
Paul Smith, NJL Consulting
Craig Sparrow, Wales and West Housing Association
Penny Storr, Affordable Housing Officer, FCC
James Sumner, Bowen Son and Watson
Steven Wade, Legat Owen
Adrian Walters, Planning Policy FCC
Alistair Watson, Miller Homes
David Watson, Planning Policy Manager, WCBC
Barrie Whitmore, Whitmore & Humphreys
David Williams, Development Control Manger, WCBC
Apologies:
Peter Disley, Praxis Holdings
Kerry James, Kerry James Planning
Mike Jenkins, Housing Manager, WCBC
Peter Kilsaw, Bloor Homes
Stuart Meadowcroft, Development Surveyor, WCBC
Richard Price, The Home Builders Federation
Richard Shackleton, Castlemead Group
Chris Smith, Planning Policy Officer, WCBC
Ken Whitmore, Whitmore & Humphreys
Workshop Notes
A workshop was held on Friday 11th April 2013 at Plas Pentwyn.
Representatives of the development industry, landowners and RSLs were
in attendance. In addition local housing and planning officers as well as
planning consultants.
Wrexham CBC and Flintshire CC would very much like to thank all those in
attendance for their inputs to the study.
At the workshop Andrew Golland gave a presentation summarising the
methodology and outlining the process of higher level and detailed testing
which would be carried out to determine viability targets.
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It was agreed that the Powerpoint presentation (attached) would be made
available to all Workshop participants in conjunction with feedback notes.
1

Introduction

Andrew Golland Associates (AGA) has been commissioned to carry out an
Affordable Housing Viability and Community Infrastructure Levy Viability
Assessment in accordance with the requirements of TAN2 and DCLG
Guidance in order to establish a robust evidence base to support emerging
policy requirements as set out in the LDPs. There are two parts to the
commission:
i)
A Viability Study to guide the setting of new affordable housing
targets and thresholds for the Local Development Plan;
ii)

A Financial Appraisal Toolkit to assist negotiations on specific sites.

The purpose of the Workshop was to discuss strategic policy and the
overall methodology. The purpose of the study is to support the evidence
for realistic and accurate policies which reflect the conditions of the
general areas to reflect brownfield/greenfield sites.
2

Basis for interpreting viability

AGA outlined the methodology of the viability model which is based upon
scheme revenue versus development costs (including developer margin
and S106 agreements).
Delegates agreed in principle to the over-riding method for assessing
viability. This measures viability by reference to residual scheme value and
the existing use value of a site. One key question relates to the quantum of
return required by a land owner. It was agreed that this would differ from
site to site and to a large extent measurement of viability should be
benchmarked against precedent set in appeals and examinations. There
are a number of cases here of which the ‘Shinfield’ decision is perhaps the
most recent.
It would be important that local authorities generally monitored this key
information through the planning process.
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One delegate suggested that residual value is ‘normally’ 25% of gross
development value, although it was not always possible to achieve this in
North Wales.
Another delegate suggested that the guidance available in England on
viability is more helpful than that available in Wales. The guidance in
England (NPPF) flags up the need for a landowner and developer to achieve
competitive returns.
The recent RICS guidance on viability was discussed. One delegate pointed
out that this has too much ‘circularity’ in the way it approaches viability
and hence is not that helpful.
It was suggested by one delegate that the impacts of the wider housing and
land market should be taken into account when thinking about where to
pitch policy; in particular, the Cheshire situation was seen to be significant,
where a recent lifting of the planning moratium may have knock on effects
in Flintshire and Wrexham. The delegate argued that planning policies
should be relaxed in Wrexham and Flintshire in order to stop developers
focusing wholly on Cheshire.
3

Overall methodology

AGA explained that the approach to the study will be two stage with the
first stage focusing on testing a notional one hectare site, assuming
different development mixes and different percentages of affordable
housing, with the second stage looking at a range of generic site types,
ranging from large green field through to small and large brown field sites.
It was emphasised that the approach will not preclude the rights of
developers to negotiate on a scheme by scheme basis. Developers can
demonstrate that where costs for example, are higher than those tested,
and can be justified, policy might be relaxed.
Participants at the workshops did not express any particularly strong
comments about the approach set out (see also Powerpoint which explains
the approach diagrammatically). AGA explained that this was an approach
which has been accepted elsewhere at Core Strategy Exam and is also
adopted in the SEWSPEG Good Practice Guide.
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Data sources (e.g. HMLR for house prices and BCIS for build costs) were
explained to participants. The need for best primary data sources based on
a large sample was understood and agreed.
One delegate stated that policies should emerge from the evidence. Values
and development costs that are used in calculations should be clear.
Issues of timing
The issue of the timing of the study and the base datum is significant. It
could be the case that a policy is created at a time when the current
situation isn’t particularly good. Or do we take a stance on the longer term
situation – the trouble is getting this right. We need to look at the longer
term position and compare it to the current situation.
One delegate suggested that we should have yearly discussions to talk
through these issues and work out where the policy level should be. These
could also be used as a mechanism to measure the effectiveness of UDP
policy. A common ground position needs to be agreed with the creation of
a live model and further ongoing dialogue. Another stated that by the time
examination is reached, there may be a need to update the information.
The amount of affordable housing that can be provided on site from a
viability perspective may have an impact upon the location of development.
4

Sub markets and market values

A key part of the study will involve the analysis of viability at a sub market
level. Sub markets will be defined primarily by house prices. The
Powerpoint presentation shows a table of areas. Participants were invited
to submit comments on submarkets, as well as other aspects of the study,
by email to AGA.
It was explained by Three Dragons that prices were derived from three
years worth of HM Land Registry data and then adjusted to today’s values.
AGA clarified that the prices are indicative new build for April 2013.
AGA explained the intention of the submarket area analysis could be to
provide different area policy recommendations to the Council which reflect
any house price differences.
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Comments in relation to Wrexham:
The data table splits the County Borough into distinct areas and tiers from
a 2007 policy document. Clarification has been sought on whether these
areas and tiers are appropriate. This information has been cross
referenced with second hand data on actual sales prices (based upon land
valuation data from the Land Registry for the last 3 years + a premium to
account for new build) to get the final figures in the table, which are
indicative of new build prices. Feedback was very limited but the following
points were made:
Prices might be a little high in some locations although it should be
accepted that there will be a large range in any given settlement reflecting
high and low value spots;
There is a general challenge with lending which is depressing house prices
at the current time. Valuers for lenders are sometimes nervous about
adding a premium for new build. However this is not always the case and
location plays a key role.
North Wrexham has higher house prices due to Cheshire influences. The
west side has lower prices due to mining influences. Prices are lower in
Cefn and Rhos.
Comments in relation to Flintshire:
Again, feedback on sub markets and prices was very limited. It was
however stated by one delegate that Ewloe and Hawarden could be in
different sub markets due to local characteristics.
All – please note – prices and market areas are included in the Powerpoint
Presentation. Comments please!
5

Land values

Delegates were asked what they thought current land values were although
no answers were given.
One delegate stated that ‘very few landowners will sell for only a small
amount above the residual land value. Local Authorities need to be clear
about the figures used in the viability calculations in relation to builder and
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landowner returns. This will help (land owners) in deciding how, when
and what to sell’.
There are many considerations for land owners when releasing land. For
instance with greenfield sites, there is sometimes a longer term decision to
be made about releasing land at a time that would achieve the greatest
return. Brownfield sites however may need to be sold in a hurry,
particularly where there is a business that is in trouble.
6

Density and development mix

Three Dragons set out the suggested range of schemes which the DAT will
test. These are set out in the Powerpoint Presentation.
Delegates – please comment on these.
7

Thresholds and the viability of smaller sites

Three Dragons set out the policy position within TAN 2 (citing Para 10.4).
AGA noted that the evidence produced could indicate there is a need for a
zero threshold in Wrexham and Flintshire.
There were no particular points made about the viability of small sites
Food for thought.........................
If LA has threshold of e.g. 10 – those under 10 will not be required to
provide an affordable housing contribution. Therefore should CIL be set
higher on such sites?
8

Development costs

AGA presented the proposed page that will be used for the testing
framework. This is included in the Powerpoint presentation. It was
explained that the base build costs per square metre will be calculated from
the BCIS data source.
It was stated that Three Dragons will test the analysis at a 17% return rate
on gross development value for the market element of a scheme and at 6%
for the affordable element of a scheme. These figures have been agreed by
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the Home Builders Federation as fair and reasonable. Welsh Government
guidance, according to one delegate, is 25% on build cost.
The Councils need to have assumptions that can be varied to take account
of different situations, otherwise it will not be possible to calculate the
residual value.
It was agreed that scenario testing should be undertaken to take account of
Part L and sprinklers.
It was agreed that policy assumptions with respect to development costs
(and indeed other variables) will be subject to site specific appraisals.
9

Section 106 costs (in addition to affordable housing) and CIL

The study will consider the impacts of other (than affordable housing)
Section 106 as well as CIL viability impacts. The following comments were
noted in relations to these issues:
Care needs to be taken in policy preparation but there is often a conflict
between flexibility and certainty;
Viability is both an issue with policy creation and implementation. CIL
therefore also needs to be correct to ensure that the viability of delivering
affordable housing is not affected. CIL is fixed whereas there is more
flexibility with AH.
It is important to get the balance between CIL and the affordable housing
policy. One of the first authorities to set CIL has a single affordable housing
target which applies very generally across the board. However, CIL is set
very specifically by location. This is an unbalanced approach since the ‘big
hit’ (affordable housing) is very insensitively set, whilst the CIL (‘small hit’)
is sensitively set.
10

Affordable housing tests and issues

AGA suggested a range of policy scenarios which should be tested and
questioned whether they were reasonable. These are set out in the
Powerpoint Presentation - 10%; 15%; 20%; 25%; 30%; 35% and 40% AH
based on a Rented: Intermediate split.
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A key issue for the testing process is the quantum of revenue that
affordable housing will generate. Wales and West are hopefully able to
share information in this area. Further points:
ACG – Max guide from WG – not a good guide as it’s an estimate of costs not
a valuation of the unit.
What are the RSL’s prepared to pay for a unit on a developed site? – Advice
is that price should be 42% of ACG, but this figure is not appropriate to
developers. RSLs don’t automatically have the ability to buy affordable
units from market housing sites as they also have their own schemes. On
the back of this, developers are having problems funding shared equity
affordable housing where RSLs can’t afford to buy the AH units.
Members always assume that AH will be rented, but this is not always
possible.
11

Commercial property and CIL

AGA explained that the study will assess the potential of a range of
commercial property types to viably deliver CIL.
Feedback on this topic was not extensive, although comments offered were:
‘CIL on commercial and retail schemes would be disastrous. Most
commercial schemes work out at a loss at the moment. Although food
retail is not, they are getting poorer’.
‘B1 uses – not likely to be suitable for CIL given existing supply across the
North West area. There is a 6-7 year supply within a 10 mile radius of
Chester’.
12

General policy and market issues and comments

Comment by a developer that it’s better to build in Flintshire than in
Gwynedd because of the reduced affordable housing requirements
compared to Gwynedd.
Currently in Flintshire there is a maximum approach, which allows the
level of affordable housing to be negotiated down. However, it must be
remembered that it’s the Members who make the decisions. There
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therefore needs to be a clear framework to help explain to members the
implications of any decisions made. It may not be perfect but it gives a
more flexible approach which takes account of land values and other issues.
At the moment local authorities do not have a model against which to
challenge developers when the viability argument is used as a reason not to
provide affordable housing. At the moment there is no benchmark to refer
to or to present to Members.
It remains to be decided what uses we are going to charge for CIL, the level
and what it will actually be used for. If it’s set at a rate which will choke off
development, then Section 106/CIL won’t be deliverable.
Viability studies are done at the time of submitting applications, which is
the most accurate. When Members consider this, it should be on its own
merits and considered against what the priorities are for the Council.
There is another issue here about how LAs deal with viability. Some use
internal staff to consider the assessment whilst others contract out.
13

Next Steps

If you could direct your comments to Andrew Golland at the email address
below by Friday 10th May 2013, this would greatly assist in finalising the
study.
Thank you
Andrew Golland drajg@btopenworld.com
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Appendix 2

Method statement and assumptions

A2.1 Development Appraisal Toolkit (DAT)
The Toolkit provides the user with an assessment of the economics of
residential development. It allows the user to test the economic
implications of different types and amounts of planning obligation and, in
particular, the amount and mix of affordable housing. It uses a residual
development appraisal approach which is the industry accepted approach
in valuation practice.
The Toolkit compares the potential revenue from a site with the potential
costs of development before a payment for land is made. In estimating the
potential revenue, the income from selling dwellings in the market and the
income from producing specific forms of affordable housing are
considered. The estimates involve (1) assumptions about how the
development process and the subsidy system operate and (2) assumptions
about the values for specific inputs such as house prices and building costs.
These assumptions are made explicit in the guidance notes. If the user has
reason to believe that reality in specific cases differs from the assumptions
used, the user may either take account of this in interpreting the results or
may use different assumptions.
The main output of the Toolkit is the residual value. In practice, as shown
in the diagram below, there is a ‘gross’ residual value and a ‘net’ residual
value. The gross residual value is that value that a scheme generates before
Section 106 is required. Once Section 106 contributions have been taken
into account, the scheme then has a net residual value, which is effectively
the land owner’s interest.
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A2.2 Indicative new build house prices: Wrexham
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Indicative new build house prices: Flintshire

Notes on indicative selling prices:





Base is HM Land Registry using consistent method used elsewhere in Wales and England;
Taking into account current schemes being assessed in Wrexham – e.g. Brymbo, Gatewen, Brother site;
Taking into account feedback from Workshop from developers and others.
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A2.3 Density and development mix
Dwellings per Hectare

20

30

40

1 Bed Flats

50

5

2 Bed Flats

5

5

10

2 Bed Terraces

5

10

15

20

3 Bed Terraces

15

15

25

25

3 Bed Semis

20

20

25

20

3 Bed Detached

25

25

20

15

4 Bed Detached

20

15

10

10

5 Bed Detached

15

10

100

100

100

100

Notes on density and mix




Based on table shown at Workshop;
Taking into account the Glyndwr HNA Update study which emphasizes the need for two and three
bed homes in Wrexham;
Taking into account feedback from Workshop from developers and others. In particular, feedback
that lower density schemes are likely to have a high percentage of detached housing and that no
bungalows were likely to be built.

A2.4 Affordable housing assumptions
Target test range:
Wrexham and Flintshire Viability Study – September 2014

Page 75

5%; 10%; 15%; 20%; 25%; 30%; 35% and 40%
Notes:
This was agreed at Workshop, although a 5% target was added given
recent outcomes on schemes.
Affordable housing split
Split: 50% Social Rent; 50% Homebuy
Notes:
The Glyndwr HNA suggests this broad split which is not unreasonable in the light of other studies;
The Homebuy should probably be tested at say 70% of open market value. This would mean a 3 bed mid
market terraced (both local authority areas) being available at around £100,000;
Having a good proportion of the affordable as Homebuy (calculated at Discount Market) accords with
developer feedback.

Affordable housing revenue
Social Rent: Run at 42% of ACG; Homebuy: Run at 70% of open market
value
Very little feedback on this at the Workshop but subsequent discussions
with Wales and West suggested 42% of ACG to be a reasonable assumption
for Social Rent. This is consistent with other viability studies in Wales.
A2.5 Build costs
Build costs
Basic information taken from BCIS:
Flats (Low Rise)

£1,132 per square metre

Smaller houses

£931 per square metre

Larger houses

£918 per square metre

Notes on build costs






Build cost allows for 15% allowance for infrastructure and external works;
Allows for local adjustment factor;
Method agreed as in previous studies;
Any abnormal costs to be assessed on a site by site basis or to be dealt with through deferred
contributions;
Part L of the Building Regs and Fire Sprinklers: no additional costs due to recent announcements by
WAG that these are cost neutral or won’t be brought in until 2016.

Wrexham and Flintshire Viability Study – September 2014

Page 76

Other development costs:

Notes on other development costs


As agreed with the Home Builders Federation

A2.6 Unit Sizes
Affordable

Market

1 Bed Flats

46

45

2 Bed Flats

66

60

2 Bed Terr

68

67

3 Bed Terr

80

78

3 Bed Semis

84

82

3 Bed Detached

90

94

4 Bed Detached

110

120

5 Bed Detached

120

130

Notes on other development costs


Unit sizes in line with other viability studies carried out in Wales;
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Sizes reduced at top end of the scale to link with indicative selling prices and examples of new
developments in the area.

Appendix 3

High Level Testing Results

Wrexham:
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Flintshire:
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Appendix 4

Commercial property appraisals

WREXHAM
A1

High Street Shop

Revenue
Unit Size (Square Metres)

150

Rental Value (£ per Sq M)

£200

Initial Yield

8

Total Rental

£30,000

Years Purchase (YP)

12.5

Capital Value

£375,000

Costs
Construction
Unit Size (Square Metres)

150

Base Cost per Sq Metre
Externals and Infrastructure

£880
At 15% Base
Construction

Construction costs (sub total)

£1,012

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees

£132

£151,796
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
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Developer return

At 15% Capital Value

£56,250

Other Development Costs (Total)

£91,072

Total Development Costs

£242,868

Residual Value (Total Rev less Total
Cost)

£132,132

A1

Superstore

Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£150

Initial Yield

7

Total Rental

£750,000

Years Purchase (YP)

14.28

Capital Value

£10,710,000

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£1,115

Externals and Infrastructure

At 15% Base
Construction

£167

Construction costs (sub total)

£1,282

Total Construction Costs

£6,410,000

Professional Fees

At 6% Base
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Overheads
Finance
Marketing Fees
Developer return

Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£320,500
£448,700
£214,200
£1,606,500

Other Development Costs (Total)

£2,974,500

Total Development Costs

£9,384,500

Residual Value (Total Rev less Total
Cost)

£1,325,500

Town Centre Offices A2
Revenue
Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£150

Initial Yield

8

Total Rental

£75,000

Years Purchase (YP)

12.5

Capital Value

£937,500

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre (BCIS)
Externals and Infrastructure

£1,272
At 15% Base
Construction
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Construction costs (sub total)

£1,556

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£731,386
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)
Total Development Costs
Residual Value (Total Rev less Total
Cost)

£43,883
£36,569
£51,197
£18,750
£140,625
£291,024
£1,022,410
- £84,910

A3, A4 and A5 Uses
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£200

Initial Yield

8

Total Rental

£60,000

Years Purchase (YP)
Capital Value

12.5
£750,000

Costs
Construction
Wrexham and Flintshire Viability Study – September 2014

Page 83

Unit Size (Square Metres)

300

Base Cost per Sq Metre
Externals and Infrastructure

£1,560
At 15% Base
Construction

Construction costs (sub total)

£1,794

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£234

£538,200
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£32,292
£26,910
£37,674
£15,000
£112,500

Other Development Costs (Total)

£224,376

Total Development Costs

£762,576

Residual Value (Total Rev less Total
Cost)

-£12,576

Small Office B1
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£120

Initial Yield

8

Total Rental

£36,000

Years Purchase (YP)
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Capital Value

£450,000

Costs
Construction
Unit Size (Square Metres)

300

Base Cost per Sq Metre
Externals and Infrastructure

£1,271
At 15% Base
Construction

Construction costs (sub total)

£1,462

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£191

£438,532
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£26,312
£21,926
£30,697
£9,000
£67,500

Other Development Costs (Total)

£155,435

Total Development Costs

£593,967

Residual Value (Total Rev less Total
Cost)

-£143,967

B2 Use – Large Industrial
Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£50
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Initial Yield

9

Total Rental

£250,000

Years Purchase (YP)

11.1

Capital Value

£2,775,000

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£724

Externals and Infrastructure

At 15% Base
Construction

Construction costs (sub total)

£832

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£108

£4,162,850
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£249,771
£208,142
£291,399
£55,500
£416,250

Other Development Costs (Total)

£1,221,062

Total Development Costs

£5,383,912

Residual Value (Total Rev less Total
Cost)
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B2 Use – Small Industrial
Revenue
Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£70

Initial Yield

8.5

Total Rental

£35,000

Years Purchase (YP)

11.76

Capital Value

£411,600

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre
Externals and Infrastructure

£724
At 15% Base
Construction

Construction costs (sub total)

£832

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£108

£416,285
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)
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Total Development Costs

£561,187

Residual Value (Total Rev less Total
Cost)

-£149,587

B8 Use – Warehouses
Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£30

Initial Yield

9

Total Rental

£150,000

Years Purchase (YP)

11.1

Capital Value

£1,666,666

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£567

Externals and Infrastructure

At 15% Base
Construction

Construction costs (sub total)

£652

Total Construction Costs
Professional Fees
Overheads

£85

£3,260,000
At 6% Base
Construction
At 5% Base
Construction
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Finance
Marketing Fees
Developer return

At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)

£228,200
£33,333
£249,999
£870,132

Total Development Costs

£4,130,132

Residual Value (Total Rev less Total
Cost)

£2,463,466

D1 Use
Revenue
Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£130

Initial Yield

7

Total Rental

£65,000

Years Purchase (YP)

14.28

Capital Value

£928,200

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre
Externals and Infrastructure

£1,457
At 15% Base
Construction

Construction costs (sub total)
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Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£837,775
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)

£50,266
£41,888
£58,644
£18,564
£139,230
£308,592

Total Development Costs

£1,146,367

Residual Value (Total Rev less Total
Cost)

-£308,592

D2 Use
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£100

Initial Yield

8

Total Rental

£30,000

Years Purchase (YP)
Capital Value

12.5
£375,000

Costs
Construction
Unit Size (Square Metres)
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Base Cost per Sq Metre
Externals and Infrastructure

£1,200
At 15% Base
Construction

Construction costs (sub total)

£1,380

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£180

£414,000
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)
Total Development Costs
Residual Value (Total Rev less Total
Cost)
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FLINTSHIRE
A1

High Street Shop

Revenue
Unit Size (Square Metres)

150

Rental Value (£ per Sq M)

£250

Initial Yield

8

Total Rental

£37,500

Years Purchase (YP)

12.5

Capital Value

£468,750

Costs
Construction
Unit Size (Square Metres)

150

Base Cost per Sq Metre
Externals and Infrastructure

£906
At 15% Base
Construction

Construction costs (sub total)

£1,041

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£136

£156,150
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value
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Other Development Costs (Total)

£101,548

Total Development Costs

£257,698

Residual Value (Total Rev less Total
Cost)

£211,052

A1

Superstore

Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£150

Initial Yield

7

Total Rental

£750,000

Years Purchase (YP)

14.28

Capital Value

£10,710,000

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£1,081

Externals and Infrastructure

At 15% Base
Construction

£162

Construction costs (sub total)

£1,243

Total Construction Costs

£6,215,000

Professional Fees
Overheads

At 6% Base
Construction
At 5% Base
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Finance
Marketing Fees
Developer return

Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£435,050
£214,200
£1,606,500

Other Development Costs (Total)

£2,939,400

Total Development Costs

£9,154,000

Residual Value (Total Rev less Total
Cost)

£1,556,000

Town Centre Offices A2
Revenue
Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£160

Initial Yield

8

Total Rental

£80,000

Years Purchase (YP)

12.5

Capital Value

£1,000,000

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre (BCIS)
Externals and Infrastructure

£1,234
At 15% Base
Construction

Construction costs (sub total)
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Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£709,500
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)
Total Development Costs
Residual Value (Total Rev less Total
Cost)

£42,570
£35,475
£49,665
£20,000
£150,000
£297,710
£1,007,210
- £7,210

A3, A4 and A5 Uses
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£225

Initial Yield

8

Total Rental

£67,500

Years Purchase (YP)
Capital Value

12.5
£843,750

Costs
Construction
Unit Size (Square Metres)
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Base Cost per Sq Metre
Externals and Infrastructure

£1,513
At 15% Base
Construction

Construction costs (sub total)

£1,740

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£227

£522,000
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£31,320
£26,100
£36,540
£16,875
£126,563

Other Development Costs (Total)

£237,398

Total Development Costs

£759,398

Residual Value (Total Rev less Total
Cost)

£84,352

Small Office B1
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£130

Initial Yield

8

Total Rental

£39,000

Years Purchase (YP)
Capital Value
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Costs
Construction
Unit Size (Square Metres)

300

Base Cost per Sq Metre
Externals and Infrastructure

£1,233
At 15% Base
Construction

Construction costs (sub total)

£1,418

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£185

£425,400
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£25,524
£21,270
£29,778
£9,750
£73,125

Other Development Costs (Total)

£159,447

Total Development Costs

£584,847

Residual Value (Total Rev less Total
Cost)

-£97,347

B2 Use – Large Industrial
Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£50

Initial Yield
Wrexham and Flintshire Viability Study – September 2014

9
Page 97

Total Rental

£250,000

Years Purchase (YP)

11.1

Capital Value

£2,775,000

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£702

Externals and Infrastructure

At 15% Base
Construction

Construction costs (sub total)

£807

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£105

£4,036,710
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£267,727
£223,105
£312,348
£50,000
£375,000

Other Development Costs (Total)

£1,228,180

Total Development Costs

£5,264,890

Residual Value (Total Rev less Total
Cost)

£2,764,890

B2 Use – Small Industrial
Revenue
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Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£70

Initial Yield

8.5

Total Rental

£35,000

Years Purchase (YP)

11.76

Capital Value

£411,764

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre
Externals and Infrastructure

£702
At 15% Base
Construction

Construction costs (sub total)

£807

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£105

£403,671
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

£24,220
£20,183
£28,256
£8,235
£61,764

Other Development Costs (Total)

£142,658

Total Development Costs

£546,329
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Residual Value (Total Rev less Total
Cost)

-£134,565

B8 Use – Warehouses
Revenue
Unit Size (Square Metres)

5000

Rental Value (£ per Sq M)

£30

Initial Yield

9

Total Rental

£150,000

Years Purchase (YP)

11.1

Capital Value

£1,666,500

Costs
Construction
Unit Size (Square Metres)

5000

Base Cost per Sq Metre

£550

Externals and Infrastructure

At 15% Base
Construction

Construction costs (sub total)

£632

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees

£83

£3,160,000
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
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Developer return

At 15% Capital Value

Other Development Costs (Total)

£249,975
£852,105

Total Development Costs

£4,012,105

Residual Value (Total Rev less Total
Cost)

£2,345,605

D1 Use
Revenue
Unit Size (Square Metres)

500

Rental Value (£ per Sq M)

£130

Initial Yield

7

Total Rental

£65,000

Years Purchase (YP)

14.28

Capital Value

£928,200

Costs
Construction
Unit Size (Square Metres)

500

Base Cost per Sq Metre
Externals and Infrastructure

£1,413
At 15% Base
Construction

Construction costs (sub total)

£1,625

Total Construction Costs
Professional Fees

£212

£812,497
At 6% Base
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Overheads
Finance
Marketing Fees
Developer return

Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)

£11,917
£27,807
£18,564
£139,230
£221,353

Total Development Costs

£1,033,850

Residual Value (Total Rev less Total
Cost)

-£105,650

D2 Use
Revenue
Unit Size (Square Metres)

300

Rental Value (£ per Sq M)

£100

Initial Yield

8

Total Rental

£30,000

Years Purchase (YP)
Capital Value

12.5
£375,000

Costs
Construction
Unit Size (Square Metres)
Base Cost per Sq Metre
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Externals and Infrastructure

At 15% Base
Construction

Construction costs (sub total)

£1,339

Total Construction Costs
Professional Fees
Overheads
Finance
Marketing Fees
Developer return

£175

£401,700
At 6% Base
Construction
At 5% Base
Construction
At 7% Base
Construction
At 2% of Capital Value
At 15% Capital Value

Other Development Costs (Total)
Total Development Costs
Residual Value (Total Rev less Total
Cost)
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Appendix 5
Worked example: North Wrexham and Gresford
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GLOSSARY OF TERMS
A
Abnormal Development Costs: Costs associated with difficult ground
conditions eg contamination.
Affordable Housing: As defined in PPS3 as housing that includes Social
Rented and Intermediate Affordable housing.
Affordable Rented Housing: Housing let at above Social Rented levels and
up to 80% of Open Market Rent
Appraisal: development calculation taking into account scheme revenue
and scheme cost and accounting for key variables such as house prices,
development costs and developer profit.
B
Base Build Costs: including costs of construction: preliminaries, sub and
superstructure; plus an allowance for external works.
C
Commuted Sum: a sum of money paid by the applicant in lieu of providing
affordable housing on site.
Community Infrastructure Levy: A levy raised by local authorities from
developers and land owners in order to cover the costs of providing
infrastructure, where the form of provision can include physical, social and
environmental infrastructure. The levy is charged on a per square metre
basis across a range of development uses.
D
Developer’s Profit or margin: a sum of money required by a developer to
undertake the scheme in question. Profit or margin can be based on cost,
development value; and be expressed in terms of net or gross level.
Developer Cost: all encompassing term including base build costs (see
above) plus any additional costs incurred such as fees, finance and
developer margin.
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Development Economics: The assessment of key variables included within
a development appraisal; principally items such as house prices, build costs
and affordable housing revenue.
E
Existing Use Value (EUV): The value of a site in its current use; for example,
farmland, industrial or commercial land.
F
Finance (developer): usually considered in two ways. Finance on the
building process; and finance on the land. Relates to current market
circumstances
G
Gross Development Value (GDV): the total revenue from the scheme. This
may include housing as well as commercial revenue (in a mixed use
scheme). It should include revenue from the sale of open market housing as
well as the value of affordable units reflected in any payment by a housing
association(s) to the developer.
I
Intermediate Affordable Housing: PPS3 Housing defines intermediate
affordable housing as housing at prices and rents above those of social rent,
but below market price or rents, and which meet the criteria set out above.
These can include shared equity products (e.g. HomeBuy), other low cost
homes for sale and intermediate rent.
L
Land Value: the actual amount paid for land taking into account the
competition for sites. It should be distinguished from Residual Value (RV)
which is the figure that indicates how much should be paid for a site.
Local Development Framework (LDF): a folder of planning documents
encompassing DPDs (Development Plan Documents) and SPDs
(Supplementary Planning Documents)
M
Market Housing: residential units sold into the open market at full market
price to owner occupiers, and in some instances, property investors.
Usually financed through a mortgage or through cash purchase in less
frequent cases.
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P
Planning Obligation: a contribution, either in kind or in financial terms
which is necessary to mitigate the impacts of the proposed development.
Affordable housing is a planning obligation as are, for example, education
and open space contributions. (See Section 106)
Proportion or percentage of Affordable Housing: the proportion of the
scheme given over to affordable housing. This can be expressed in terms of
units, habitable rooms or floorspace
R
Residual Valuation: a key valuation approach to assessing how much
should be paid for a site. The process relies on the deduction of
development costs from development value. The difference is the resulting
‘residue’
Residual Value (RV): the difference between Gross Development Value
(GDV) and total scheme costs. Residual value provides an indication to the
developer and/or land owner of what should be paid for a site. Should not
be confused with land value (see above)
Registered Provider (RP): a housing association or a not for profit company
registered with the Homes and Communities Agency and which provides
affordable housing
S
Scheme: development proposed to be built. Can include a range of uses –
housing, commercial or community, etc
Section 106 (of the Town and Country Planning Act 1990): This is a legally
binding agreement between the parties to a development; typically the
developer, housing association, local authority and/or land owner. The
agreement runs with the land and bids subsequent purchasers. (See
Planning Obligation)
Shared Ownership (SO): Also known as a product as ‘New Build HomeBuy’.
From a developer or land owner’s perspective SO provides two revenue
streams: to the housing association as a fixed purchase sum on part of the
value of the unit; and on the rental stream. Rent charged on the rental
Wrexham and Flintshire Viability Study – September 2014

Page 116

element is normally lower than the prevailing interest rate, making this
product more affordable than home ownership.
Social Rented Housing (SR): Rented housing owned and managed by local
authorities and registered social landlords, for which guideline target rents
are SET through the national rent regime.
Sub Markets: Areas defined in the Viability Study by reference to house
price differentials. Areas defined by reference to postcode sectors, or
amalgams thereof.
Supplementary Planning Document (SPD): planning documents that
provide specific policy guidance on e.g. affordable housing, open space,
planning obligations generally. These documents expand policies typically
set out in Local Plans and LDFs.
T
Target: Affordable housing target. Sets the requirement for the affordable
housing contribution. If say 30% on a scheme of 100 units, 30 must be
affordable (if viable).
Tenure Mix: development schemes usually comprise a range of housing
tenures. These are described above including market and affordable
housing.
Threshold: the trigger point which activates an affordable housing
contribution. If a threshold is set at say 15 units, then no contribution is
payable with a scheme of 14, but is payable with a scheme of 15. The
appropriate affordable housing target is then applied at the 15 units, e.g.
20%, or 30%.
V
Viability: financial variable that determines whether a scheme progresses
or not. For a scheme to be viable, there must be a reasonable developer and
land owner return. Scale of land owner return depends on the planning
process itself.
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